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(1)

OVERSIGHT HEARING ON FRANCHISE FEE
CALCULATIONS OF FORT SUMTER TOURS,
INC.

THURSDAY, JULY 1, 1999

HOUSE OR REPRESENTATIVES,
SUBCOMMITTEE ON NATIONAL PARKS

AND PUBLIC LANDS,
COMMITTEE ON RESOURCES,

Washington, DC.
The Subcommittee met, pursuant to notice, at 10:59 a.m., in

Room 1324, Longworth House Office Building, Hon. James Hansen
[chairman of the Subcommittee] presiding.

STATEMENT OF HON. JAMES HANSEN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF UTAH

Mr. HANSEN. Good morning, and welcome to the oversight hear-
ing today.

I am glad to see the Director has recovered from his illness and
with us. We appreciate your presence.

The purpose of this oversight hearing is to examine the franchise
fee imposed by the National Park Service on Fort Sumter Tours,
Inc., a small family-owned concessionaire that provides tour boat
transportation to and from Fort Sumter National Monument in
South Carolina.

In 1992, the Park Service nearly tripled Fort Sumter’s franchise
fee from 4.25 to 12 percent. This has had a direct negative eco-
nomic consequence at Fort Sumter Tours. They tried to find out
from the Park Service why this had happened.

However, the Park Service refused to give Fort Sumter Tours the
information they needed to understand the drastic rise in the fran-
chise fee. Thus began a continuing confrontation between Fort
Sumter Tours and the Park Service, and which has led us to con-
vene this oversight hearing today.

After recently reviewing the material, I cannot understand why
the Park Service is so reluctant to give it to Fort Sumter Tours.
In my opinion, it is riddled with major errors, it grossly overstates
the profitability of this concession. As we hear testimony today, I
believe this will become clear.

The Park Service has never admitted to Fort Sumter Tours that
errors were committed in calculating the franchise fee, and an ab-
solute refusal by the Park Service to discuss the merits of the mis-
calculated franchise fee.
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I want to make a point here: This oversight may be seen by some
as an inappropriate function of the Subcommittee; that is, as some
sort of private relief rather than centered on an issue of policy. But
would disagree with this opinion. In fact, subjects like this one is
the reason we have oversight hearings. It is a question of making
sure the Federal Government, and in this case the National Park
Service, does not trample on the rights of our citizens.

It is a question of the Federal Government following its own poli-
cies and guidelines, and it is a question of whether the Federal
Government can possibly ever admit its own mistakes, correct
those mistakes, and then move forward toward reasonable solu-
tions.

One other point: It is fairly easy for Federal bureaucrats in
Washington to decide from afar how things are going to be for peo-
ple around the country. However, it is quite another thing for those
same bureaucrats to understand that the decisions they make and
the mistakes that they may make can be devastating to hard-work-
ing Americans trying to make a living. I believe that this is what
we have here today. And it is not to be taken lightly.

Be that as it may, I was hopeful that the hearing would never
occur. By this means, that I held a meeting in my office some
months ago with the Director, the Solicitor’s Office, Fort Sumter
Tours, and other Members of Congress, Mr. Sanford, and Mr.
Spence, imploring the Park Service to take another look at this sit-
uation and resolve it to the satisfaction of both parties.

I stated at the time that the Subcommittee would hold an over-
sight hearing if the problems with the franchise fee were not re-
solved. Obviously, the Park Service did not take my suggestion
very seriously because we are here today.

It is my understanding that, following this meeting, the Park
Service asked Fort Sumter Tours for an offer. Fort Sumter re-
sponded, and the Park Service essentially said Fort Sumter’s offer
is no offer to them, apparently, to sit down and attempt to hammer
this out on the merits of the fee and discuss how it was calculated.

I am disappointed that nothing came of this. However, I am
quite willing to have this oversight in order to expedite getting this
thing resolved in a fair and equitable and honest way.

I would like to welcome our witnesses here today, and I would
now recognize the gentleman from Puerto Rico if he was here. Be-
cause he isn’t, I will turn to the gentleman from Tennessee for any
opening comments he may have.

Mr. DUNCAN. Well, I have no formal opening statement, Mr.
Chairman. I agree with you that it is unusual for us to hold a hear-
ing on a dispute like this. And I am disappointed, like you, that
the Park Service did not work this out in some fair and reasonable
manner. But I suppose we can ask some questions about that at
the appropriate time.

Thank you very much.
Mr. HANSEN. I thank the gentleman from Tennessee.
I ask unanimous consent that the letter from Congressman Floyd

Spence be included in the record, and also the letter from Senator
Ernest Hollings be included in the record.

Mr. HANSEN. I won’t go through the entire thing, but I would like
to point out that Floyd Spence has a great personal knowledge of
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this issue, and he says, ‘‘I am familiar with the ongoing dispute in-
volving franchise fees at Fort Sumter. In the interest of Fort Sum-
ter Tours, and the National Park Service and the visitors to Fort
Sumter, this matter needs to be resolved. If errors were made in
the calculation of this franchise fee, then the errors should be cor-
rected.’’

Senator Hollings says, ‘‘As you know, by statutory law, all park
concessionaires are required to pay a franchise fee based upon a
percentage of their gross receipts. It is my understanding that in
1992 the Park Service unilaterally attempted to increase the fran-
chise fee from 4.25 percent to 12 percent, and a dispute has existed
ever since.

‘‘This increase was based upon a franchise fee analysis prepared
by the National Park Service which the Tours claims to be incon-
sistent with the Park Service guidelines that existed at the time.
While I have limited knowledge of the merits, I do believe if errors
were made, they need to be corrected.’’

And it talks about the relationship that we should have between
the Park Service and our concessionaires, and as many of you
know, that is a major issue with this Committee.

And last year, we passed a new concessionaires bill. And this is
an ongoing issue which we have.

The gentleman from Nevada, we appreciate your presence here.
Do you have any opening comments before we start?

Mr. GIBBONS. No, Mr. Chairman. I welcome our witnesses and
the panel here today to hear this very important issue, and I know
how it is important for all of our tourists today to be—as well as
those people that offer services at our parks—to be afforded the
right treatment under the law, and I look forward to your leader-
ship here today.

Mr. HANSEN. I thank the gentleman.
Our first witness will be our colleague from South Carolina,

Mark Sanford. Mark actually represents that area. And we will
now turn the time to you.

STATEMENT OF HON. MARK SANFORD, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF SOUTH CAROLINA

Mr. SANFORD. I thank you, Mr. Chairman, and I thank you. Mr.
Duncan, Mr. Gibbons, for the chance to testify before the Sub-
committee. And I would say I wanted to come by here simply be-
cause for me it would be an honor to introduce Mr. Campsen and
his family, and, frankly, his enterprise. And I say that because if
I was to pull down one word about this family, I would say honor-
able.

Now here is what I am getting at by that: My roots go very deep
with this family. Chip and I overlapped for a year of college. He
was actually at our family farm the night that my dad died. I spent
the better part of 20 years on hunting and fishing trips throughout
the woods and waters of the Low Country with Chip.

And the net of that is, as we all know, markets are efficient. And
if you are going over to somebody else’s house and they are coming
over to yours, sooner or later you get that phrase from somebody
that says, oh, you are going over to so and so’s house; I heard this
about them. And you go on to hear some horror story.
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And yet over the many years that I have been with this family,
I have never heard one of those stories. So I would say ‘‘honorable’’
would be a description of the family. But I would say that there
is even a simpler word that describes this family, and that is the
word ‘‘integrity.’’

In other words, there is a match between what they say they are
going to do and what they do. There is a match between what they
say they are about and what they are about.

And I think that this goes to the heart of this issue of the enter-
prise, Fort Sumter Tours, because each of us is stewards for the
Federal Government. I think that, you know, for most people, their
experience with the Federal Government is basically derived from
an experience with the National Park Service, but oftentimes with
a concessionaire tie-in with the Park Service.

So each of us, as fiduciaries for the Federal Government, want
to have in place people who have integrity—in other words, that
there is a match between what they talk about doing and what
they do. And this isn’t important just in general in terms of that
being, of wanting to have good stewards represent the face of the
Federal Government, but it is also, frankly, important to a lot of
folks back home.

Sure, it is important to a lot of tourists who visit Charleston, but
it is important just because a lot of people back home, when some-
body comes in from out of town, they say, well, you know, that first
shot was fired out at Fort Sumter, I’d like to go on out there, and
we go on out there. And for 364 days out of the year, three times
a day, Fort Sumter Tours runs a boat out there.

And there is nothing more important than the word ‘‘integrity’’
in that service, because, again, somebody’s experience at Fort Sum-
ter is, in large part, driven by, you know, were the toilets clean on
the boat getting to and from Fort Sumter, did the boat, in fact,
leave on time?

In other words, this issue of integrity goes to the heart of what
a concessionaire ought to be about, and if not only recognized by
folks back home or by me, but, frankly, by the Park Service itself.

Now I have here a copy of an unsolicited letter to Mr. Campsen,
who had received it some time ago from the National Park Service.
And it reads as follow: ‘‘His reputation for quality of service is
matched by few concessions in the National Park Service and ex-
ceeded by none. His operation in Charleston has always been char-
acterized by excellence and a concern for our visitors and the peo-
ple who live in the city.’’

I think that that is one part of what we are dealing with, the
issue of integrity and the importance of that in a concessionaire.
The other issue is what you correctly highlighted, Mr. Chairman,
and that is there is a whole lot bigger issue than having to do with
the Campsens, Fort Sumter Tours, Fort Sumter itself, and that is
the issue of concessions.

To me, this is very important because, you know, last year, when
we had that concession bill, I voted for it. In fact, I had talked to
Chip Campsen. Chip didn’t think it was a good idea. He said,
‘‘Mark, I think it is going to be a problem if somebody has to get
two different tickets, one ticket for Fort Sumter, one ticket to go
to Fort Sumter.’’
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I said, ‘‘Chip, I am going to vote against you. I think you are
wrong on this because if you can isolate costs, in other words, you
can say, what does it cost to do these different functions tied to or
from getting, let’s say, to a park, then if you can isolate that costs,
and if private enterprise can do it less expensively than the Fed-
eral Government, then we ought to make more options for that
being the case because as a conservative I don’t want to grow the
Federal Government.’’

And yet, what is going on here sends precisely the wrong signal
in terms of trying to grow more private enterprise and more con-
cessions through our park system. When you have a 300 percent
increase in the middle of contract period, there is no worse signal
to future concessionaires, and that to me, more than the right num-
ber or the wrong number, that to me is what this issue is all about,
and that is, if a concessionaire has a contract with our Federal
Government, the government not breaking that contract in the
middle of the contract period.

I would just ask us to remember that we have three branches of
government up here for a very good reason, and that is, our Found-
ing Fathers wanted a slow and meticulous system that would basi-
cally, you know, keep anybody from doing anything too fast. And
I would just beg of the Park Service to really look at this very
closely because I think we are dealing with an issue far, far greater
than the Fort Sumter issue itself.

And I would yield back the balance of my time. I thank you for
letting me come before you, Mr. Chairman.

Mr. HANSEN. We thank you.
Questions for Mark Sanford, our colleague from North Carolina?

The gentleman from Tennessee is recognized.
Mr. DUNCAN. I have just one question, Mark. I wasn’t clear. Who

wrote that real positive letter that you quoted from and when was
that?

Mr. SANFORD. I don’t have the date on that. I would suspect Mr.
Campsen could give you the dates on that, because it was from the
Park Service.

Mr. DUNCAN. It was from the Park Service?
Mr. SANFORD. Yes, sir.
Mr. DUNCAN. All right. Thank you.
Mr. SANFORD. Thank you.
Mr. HANSEN. The gentleman from Nevada.
Mr. GIBBONS. Mr. Sanford, I have not been to Fort Sumter, and

I hope someday to have the privilege and the honor of visiting
there, and I am not familiar with all the other concessionaires that
are in the Park Service. Have the other concessionaires—are there
other concessionaires in that Park area for the visitors there?

Mr. SANFORD. Yes. In fact, if you go on up a little bit north, there
are a couple of islands that are owned and, for instance, there is
a concessionaire that runs, again not to Fort Sumter but runs out
to one of these coastal islands. It is a little bit north of the Charles-
ton community. That is one that I immediately know of. And I sus-
pect that there are others. But those are the ones that immediately
jump to mind.

Mr. GIBBONS. Has there been any effort to talk to that conces-
sionaire with regard to an increase in the franchise fee, similar—
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in other words, a 300 percent increase in their fees that would be
commensurate with the fees increase that we are talking about in
this matter?

Mr. SANFORD. I have not done so. That is something worth doing.
And I would be glad to have my office do just that.

Mr. GIBBONS. Well, maybe we can ask the Park Service, when
they come, whether or not they have increased——

Mr. SANFORD. And in fairness to the Park Service, that is a not
a national park that the other concession runs. So it may be run
through a different branch of government.

Mr. GIBBONS. All right. But then so as far as we know, this is
the only concessionaire at Fort Sumter that has had a 300 percent
fee increase in the middle of the contract?

Mr. SANFORD. To the best of my knowledge, yes, sir.
Mr. GIBBONS. Thank you, Mr. Chairman.
Mr. HANSEN. We thank our colleague. Mr. Sanford. Would you

like to join us up on the dais?
Mr. SANFORD. Unfortunately, I have got a markup on OPEC, and

I have to run in that direction.
Mr. HANSEN. Well, I understand. Thank you very much for your

time.
Mr. SANFORD. Thank you.
Mr. HANSEN. We will call our panel up. We are pleased to have

Robert Stanton, the Director of National Park Service with us; also,
George Campsen, president of Fort Sumter Tours, and David E.
Jackson, a certified public accountant.

If those three gentlemen would like to come up, we would appre-
ciate it.

And, Mr. Director, if you have somebody you want at your shoul-
der there, that is fine. Just bring them up, too.

Mr. STANTON. Yes. Thank you very much, Mr. Chairman. I am
accompanied by Mr. Cohen of our Solicitor’s Office, and Mr. Bob
Hyde, who is a financial analyst with the National Park Service in
our Division of Concession Management.

Mr. HANSEN. Okay. Well, we will turn to you, Mr. Stanton. And
you have got the floor.

STATEMENT OF ROBERT STANTON, DIRECTOR, NATIONAL
PARK SERVICE; ACCOMPANIED BY MR. COHEN, SOLICITOR’S
OFFICE; ROBERT HYDE, FINANCIAL ANALYST, DIVISION OF
CONCESSION MANAGEMENT

Mr. STANTON. Thank you, Mr. Chairman, and members of the
Committee, for the opportunity to appear before you and to discuss
certain issues surrounding the reconsideration of the franchise fees
for Fort Sumter Tours, Incorporated.

Mr. Chairman and members of the Committee, I submit at the
beginning of my testimony, I have been advised by our Solicitor’s
Office to make the following statement:

I am here today to answer questions and respond to com-
ments concerning the franchise fee reconsideration for Fort
Sumter Tours, Incorporated. You have assure me and my staff
that this hearing will not be covering any of the issues in liti-
gation between Fort Sumter Tours and the National Park
Service.
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I appreciate this, and certainly in keeping with this agree-
ment, I would like to make clear that the National Park Serv-
ice is not reconsidering the established franchise fees for Fort
Sumter Tours. Accordingly, any statements, discussions, de-
scription, or assessments concerning the Fort Sumter franchise
fee that I may make before you today do not and will not con-
stitute a review of, a reconsideration of, or a new decision in
any nature regarding the established franchise fee.

Furthermore, I note that the various calculations that we
might discuss here today have been upheld in four different
court proceedings, including the Fourth Circuit Court of Ap-
peals, as lawful and not an arbitrary nor capricious.

Any statement that I may make before you today, Mr. Chair-
man and this Committee, to the effect that a particular cal-
culation could be done other ways, does not in any manner
suggest, admit, or otherwise imply that the decision made by
the National Park Service in this process was arbitrary, capri-
cious, or otherwise unlawful.

Now, in addition, I note that as part of this hearing, Mr. Chair-
man, you and the Committee have requested significant financial
information on Fort Sumter Tours. Some of this information is pro-
prietary or confidential. But because of Fort Sumter Tours partici-
pation in today’s hearing, we assume that the release of this infor-
mation is agreeable by the concessionaire under law 18 USC 1905.
And I would hope, Mr. Chairman, that you would advise it is ap-
propriate that this information be available on the concessionaire’s
financial status.

This matter is certainly an essentially money dispute on a busi-
ness contract. And if I may, I would like to elaborate. The contract
was entered into by the National Park Service and Fort Sumter
Tours in 18—pardon me, in 1986 and expires in the year 2000. The
contract grants for Fort Sumter Tours the exclusive opportunity to
transport by tour boat visitors from Charleston, South Carolina, to
Fort Sumter National Monument for Fort Sumter current annual
visitation of approximately 230,000 visitors per year.

Ninety-nine percent of these visitors travel to Fort Sumter on
boats operated by Fort Sumter Tours. Fort Sumter Tours charges
visitors $10.50 for adults. The gross receipts for 1998 were
$2,471,938. The contract requires Fort Sumter Tours to remit 12
percent of the gross receipts to the United States for the privilege
of serving on an exclusive basis anyone wishing to visit Fort Sum-
ter through the use of their boat.

Fort Sumter Tours’ 15-year contract was entered into under the
Concession Policy Act of 1965. The contracts governed by the Con-
cession Policy Act were not subject to meaningful competition be-
cause existing concessionaires enjoy preference over outside busi-
ness.

These preferential rights often precluded market forces from af-
fecting franchise fees. Under the Concession Policy Act, the Na-
tional Park Service was required to include in concession contracts
of more than five years in duration, provision provided for reconsid-
eration of the contract franchise fees at least every five years.

Since 1979, the National Park Service concession contracts have
provided that the contract-established franchise fees may be ad-
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justed, up or down, every five years at the request of either the
concessionaire or the National Park Service.

The provision provides that if the National Park Service and the
concessionaire do not agree upon an adjusted franchise fee within
a specified period, the concessionaire may appeal to the Secretary
his position as to an appropriate franchise fee. And the conces-
sionaire may choose to invoke arbitrary—pardon me, advisory arbi-
tration proceeding in this process.

Any fee resulting from a reconsideration either up or down must
be consistent with the probable value of the privilege by the con-
tract based upon a reasonable opportunity, a reasonable oppor-
tunity for net profit in relation to both gross receipts and capital
investment.

The standard was set by Congress in the Concession Policy Act
that I referenced earlier. The standard is protection for both the
concessionaire and the taxpayers.

Briefly, it is important to review the history of this provision and
its application. Since 1979, several hundred franchise-fee consider-
ation periods have occurred under existing NPS contracts. In many
of these instances, neither the Park Service nor the concessionaire
sought changes either up or down to the franchise fee.

In a number of other instances, when either the Park Service or
the concessionaire sought a franchise fee reconsideration, both the
National Park Service and the concessionaire were able to arrive
at a mutually acceptable agreements as to the appropriate fran-
chise fee.

In four instances recently, concessionaires have chose to invoke
the advisory arbitrary process established in the contract to resolve
proposed franchise fees. In one of these situations, the matter was
settled. In the remaining three, the National Park Service and con-
cessionaire participated in the arbitration proceeding, and the Sec-
retary made a final decision, taking into consideration results of
the arbitration.

In each of these instances, the franchise fees were increased.
However, in each of these cases, concessionaires accepted the final
decision of the Secretary and the higher franchise fee became part
of the contract without judicial challenge. All these concessions re-
main profitable in business today.

In no cases, except in one that is the focus of today’s hearing, has
a concessionaire challenged the legality of the process of the exe-
cuted contract. In no cases, except the one before us today, has a
concessionaire refused to negotiate the appropriate franchise fee.

In this case, Fort Sumter Tours chose to litigate the issues before
the courts. The courts have uniformly upheld the legality of the re-
consideration provision and the basis of our decision.

The National Park Service has a system for establishing fran-
chise fees. In 1980, the National Park Service was repeatedly criti-
cized by Congress, by the General Accounting Office of Congress,
by the Inspector General’s Office of the Department of Interior, and
others in terms of a need to take a more critical look at the estab-
lishment and reconsideration of franchise fees.

We took these criticisms seriously and have now ensure a more
rigorous implementation of the system. This implementation is fair
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to the concessionaire, fair to the National Park Service, and cer-
tainly fair to the taxpayer.

In performing the reconsideration analysis, the National Park
Service compares the financial record of the concession to its coun-
terparts in the industry to assist in determining the probably value
of the contract.

When the Fort Sumter Tours were initially executed, the fee was
designated 4.25 percent of gross revenue. However, a franchise fee
analysis performed in 1991 showed that the probably value of these
privileges warranted a fee of 12 percent. This analysis compared
the financial records and the business opportunity of Fort Sumter
to those similarly situated businesses using statistics generated by
Dun and Bradstreet.

We understand that it has been reported to the Committee that
the National Park Service took into account non-concession reve-
nues for calculating the profit of Fort Sumter Tours makes under
this concession contract. While there was one technical error in the
original franchise fee, that may suggest that this income was taken
into account as we described to you in the letter of December 8th.
This income was not taken into account in the final determination,
nor did it affect the final determination.

A complete review of the financial analysis shows that the 12
percent fee was determined solely on the basis of the revenue asso-
ciated with the concession contract and a proper allocation of cost
associated both with the concession and with the non-concession
business. It is not disputed that in 1992 that Fort Sumter Tours
was notified of the proposed franchise fees reconsideration and that
it had contractual right to seek advisory arbitration over its recon-
sidered fee. As detailed in the letter of December 5, 1998, to you,
Mr. Chairman, and the Committee, we advised that the litigation
has since pursued. The United States Government has prevailed in
every phase of this litigation.

I want to close and underscore the fact that we remain, however,
receptive to resolving this dispute. We have asked the United
States Attorney’s Office to be open to any reasonable settlement
offer by Fort Sumter Tours. To date, Fort Sumter Tours has not
participated in any substantive discussions with respect to settle-
ment of this dispute.

Mr. Chairman and members of the Committee, this concludes my
prepared remarks with respect to the background on the reconsid-
eration of the franchise fee for Fort Sumter Tours, Incorporated.
Along with my colleague, Mr. Ed Cohen and Mr. Bob Hyde, we will
be more than happy to respond to any questions or comments on
the part of you, Mr. Chairman, and members of the Committee.

Thank you again for this opportunity.
[The prepared statement of Mr. Stanton follows:]

STATEMENT OF ROBERT STANTON, DIRECTOR, NATIONAL PARK SERVICE

Thank you for the opportunity to discuss with you certain issues surrounding the
reconsideration of the franchise fee of Fort Sumter Tours, Incorporated. As I begin
my testimony, I have been advised by the Solicitor’s Office to make the following
statement:

I am here today to answer your questions concerning the franchise fee recon-
sideration for Fort Sumter Tours. You have assured me and my staff that this
hearing will not be covering any of the issues in litigation between Fort Sumter
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Tours and the National Park Service. I appreciate this and in keeping with this
agreement I would like to make clear that the National Park Service is not re-
considering the established franchise fee for Fort Sumter Tours. Any state-
ments, discussions, descriptions or assessments concerning the Fort Sumter
franchise fee that I may make before you today do not and will not constitute
a review of, a reconsideration of, or a new decision of any nature regarding the
established franchise fee. Furthermore, I note that the various calculations that
we discuss here today have been upheld in four different court proceedings, in-
cluding the 4th Circuit Court of Appeals, as lawful, and neither arbitrary nor
capricious. Any statement that I may make before you today to the effect that
a particular calculation could be done another way does not in any manner sug-
gest, admit, or otherwise imply that the decisions made by the National Park
Service in this process were arbitrary, capricious or otherwise unlawful.

In addition, I note that, as part of this hearing, you have requested signifi-
cant financial information of Fort Sumter Tours. Some of this information is
proprietary or confidential. Because of Fort Sumter Tours participation in to-
day’s hearing, we are assuming that the release of this information is agreed
to by the concessioner under law, including 18 U.S.C. 1905. Please advise us
if the concessioner believes otherwise.

This matter is essentially a money dispute under a business contract. The con-
tract was entered into by the National Park Service and Fort Sumter Tours in 1986,
and expires in 2000. The contract grants Fort Sumter Tours the exclusive oppor-
tunity to transport by tour boat visitors from Charleston, South Carolina, to Fort
Sumter National Monument. Fort Sumter’s current annual visitation is approxi-
mately 230,000 visitors per year. Ninety nine percent of the visitors travel to Fort
Sumter on boats operated by Fort Sumter Tours. Fort Sumter Tours charges visitors
$10 per adult visitor. The business’ gross receipts for 1998 were $2,471,938. The
contract requires Fort Sumter Tours to remit 12 percent of the contract’s gross re-
ceipts to the United States for the privilege of serving, on an exclusive basis, anyone
wishing to visit Fort Sumter.

Fort Sumter Tours’ 15-year contract was entered into under the Concessions Pol-
icy Act of 1965. The contracts governed by the Concessions Policy Act were not sub-
jected to meaningful competition because existing concessioners enjoyed preferences
over outside businesses. These preferential rights often precluded market forces
from affecting franchise fees.

Under the Concessions Policy Act, NPS was required to include in concessions
contracts of more than five years in duration a provision providing for the reconsid-
eration of the contract’s franchise fee at least every five years. Since 1979, NPS con-
cession contracts have provided that the contract’s established franchise fee may be
adjusted, up or down, every five years, at the request of either the concessioner or
the NPS. The provision provides that if the NPS and the concessioner do not agree
upon an adjusted franchise fee within a specified period, the concessioner may ap-
peal to the Secretary its position as to an appropriate franchise fee, and the conces-
sioner may choose to invoke advisory arbitration proceedings in this process. Any
fee resulting from a reconsideration, either up or down, must be consistent with the
probable value of the privileges granted by the contract, based upon a reasonable
opportunity for net profit in relation to both gross receipts and capital invested. This
standard was set by Congress in the Concessions Policy Act. The standard protects
both the concessioner and the taxpayer.

It is important to review the history of this provision. It is also important to dis-
cuss with you the implementation of this provision.

Since 1979, several hundred franchise fee reconsideration periods have occurred
under existing NPS concession contracts. In many of these instances, neither the
NPS nor the concessioner sought changes, either up or down, to the franchise fee.
In numerous other instances, when either the NPS or the concessioner sought a
franchise fee reconsideration, both the NPS and the concessioner were able to arrive
at a mutually acceptable agreement as to the appropriate franchise fee.

In four (4) instances, concessioners have chosen to invoke the advisory arbitration
process established in the contract to resolve a proposed franchise fee increase. In
one of these situations, the matter was settled. In the remaining three, the NPS and
the concessioner participated in the arbitration proceedings, and the Secretary made
a final decision, taking into consideration the results of the arbitration. In each of
these three instances, the franchise fee was increased. However, in each of these
cases, the concessioner accepted the final decision of the Secretary, and the higher
franchise fee became part of the contract without judicial challenge. All of these con-
cessioners remain profitably in business today.

In no case, except the one that is the focus of today’s hearing, has a concessioner
challenged the legality of the process of the executed contract. In no case, except
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the one before us today, has a concessioner refused to negotiate the appropriate
franchise fee. In this case, Fort Sumter Tours chose to litigate the issues before the
courts. The courts have uniformly upheld the legality of the reconsideration provi-
sion, and the basis for our decision.

This concessioner is not being treated differently from other concessioners. This
concessioner has not been treated unfairly.

The National Park Service has a system for establishing franchise fees. In the
1980s, the National Park Service was repeatedly criticized by numerous reports
from both the Inspector General’s Office of the Department of the Interior and the
General Accounting Office for its implementation of this system.

The National Park Service took these criticisms seriously. We have now ensured
a more rigorous implementation of our system. This implementation is fair to the
concessioner, fair to the National Park Service, and fair to the taxpayer. In those
cases when this has resulted in increased franchise fees, we note that the conces-
sioners operating under these contracts continue to operate profitably. We have no
shortage of individuals and companies that are willing to do business in our Na-
tional Parks under this system.

In performing the reconsideration analysis, the National Park Service compares
the financial records of a concessioner to its counterparts in the industry to assist
in determining the probable value of the contract.

When the Fort Sumter Tours contract was initially executed, the fee was des-
ignated as 4.25 percent of gross revenue. However, a franchise fee analysis per-
formed in 1991 showed that the probable value of these privileges warranted a fee
of 12 percent. This analysis compared the financial records and the business oppor-
tunity of Fort Sumter Tours, Inc. to those of similarly situated businesses, using in-
dustry statistics generated by Dun and Bradstreet. We understand that it has been
reported to the Committee that the National Park Service took into account non-
concession revenue when calculating the profit that Fort Sumter Tours makes under
this concessions contract. While there was one technical error in the original finan-
cial analysis that may suggest that this income was taken into account, as we de-
scribed to you in our letter of December 5, 1998, this income was not taken into
account in the final fee determination, nor did it affect this determination. A com-
plete review of the financial analysis shows that the 12 percent fee was determined
solely on the basis of the revenue associated with the concessions contract, and a
proper allocation of costs associated with both the concession and the non-concession
businesses.

It is not disputed that in 1992, Fort Sumter Tours was notified of the proposed
franchise fee reconsideration, and that it had a contractual right to seek advisory
arbitration over this reconsidered fee. Fort Sumter Tours chose not to engage in ne-
gotiations with the National Park Service, or in advisory arbitration. Fort Sumter
Tours instead chose to sue the United States over the reconsidered fee. As is de-
tailed in my letter to you, of December 5, 1998 (attached to this testimony), Mr.
Chairman, this matter has been in litigation ever since. And, the United States has
prevailed at every phase of this litigation.

We remain, however, receptive to resolving this dispute. We have asked the
United States Attorney’s Office to be open to any reasonable settlement offer made
by Fort Sumter Tours. To date, Fort Sumter Tours has refused to participate mean-
ingfully in any settlement discussions.

This concludes my testimony. I would be happy to answer any of your questions.
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Mr. HANSEN. Thank you, Director Stanton.
As you folks know, we have no control over what happens on the

floor. And those two lights at the back mean that we have a vote
on that we have to run on a rule. We will try to get back as soon
as we can, and we will stand in recess till then.

[Recess.]
Mr. HANSEN. The Committee will come to order.
Staff tells me that, Mr. Director, that you have to leave here at

12:30. Is that correct?
Mr. STANTON. In deference to you, Mr. Chairman, I will be flexi-

ble on that.
Mr. HANSEN. I would like to have you hear the testimony of the

other witnesses. So, how long is your testimony going to be, Mr.
Campsen?

Mr. CAMPSEN. Mr. Chairman, five minutes is the allotted time,
and I will be within five minutes.

Mr. HANSEN. Well, we are being generous today. We may give
you seven or eight minutes, if that is what you need.

Mr. CAMPSEN. Thank you, sir.
Mr. HANSEN. Okay. And Mr. Jackson?
Mr. JACKSON. I would hope to finish mine in five minutes as

well.
Mr. HANSEN. Well, then we have got about 43 minutes. So, Mr.

Campsen, why don’t we turn to you, and then we will question all
three of you and we’ll complete our testimony.

Mr. Campsen, you have the floor.

STATEMENT OF GEORGE CAMPSEN, PRESIDENT, FORT
SUMTER TOURS, INC.

Mr. CAMPSEN. Thank you, Mr. Chairman, gentlemen of the Com-
mittee. My name is George Campsen. I am president of Fort Sum-
ter Tours. Now Fort Sumter National Monument in Charleston is
accessible only by boat, and in 1961, the Park Service was publicly
seeking a private concessionaire, to begin public boat transpor-
tation out to the Fort.

Out of five competing proposals, we were selected. And with
money borrowed from a local bank, we acquired the vessels and so
forth, and enthusiastically became involved with our government in
business. We viewed it as a partnership, with the Park Service
being the senior partner.

We are family-owned and -operated. And over the years, my wife
and I and our four children, as they grew older, all worked to make
this concession successful, and working in complete harmony with
local park officials. We build and developed a highly reputable
service, and visitation steadily increased.

Now, in the mid-1980’s, the service recognized that a second
mainland docking facility and a larger vessel was really necessary
and desirable at Fort Sumter. The estimated cost to the conces-
sionaire would be at least $1 million.

Now, Mr. Chairman and gentlemen, we are a small, relatively
speaking, we are a very small concessionaire, with annual gross in-
come approximately at that time of $1.4 million. But we recognized
that this expansion desired by the Service was really needed.
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And to facilitate private financing of these needs, the Service of-
fered a 15-year contract so that you could borrow money from a
bank and show them how you were going to be able to pay off the
loan.

And they issued a prospectus and published it widely seeking
proposals from all interested parties. But no one else was inter-
ested. So we borrowed more money, and we agreed to make the in-
vestments, and we did make the investments. And this 15-year,
current 15-year contract was executed in 1986.

As you know, all concessionaires pay a franchise fee based upon
the ‘‘probable value’’ of your particular contract privileges. At that
time, the Service valued our privileges at the rate of 4.25 percent
of our gross receipts. Now even though this was a 1 percentage in-
crease over our contract that we had at that time, we nevertheless
thought it was reasonable. And we agree to it.

But we were shocked and dismayed that after the first five years
of this 15-year contract, we were advised that the Service had re-
considered the probable value of these same contract privileges, but
we were shocked and dismayed because the Service informed us
that these same privileges had somehow increased in value to 12
percent.

We were shocked because the scope of our privileges had not
changed one bit. We were really shocked, Mr. Chairman, because
the franchise fee analysis, developed by a bureaucrat in the Wash-
ington office of the Service, contained serious mistakes. These are
the same mistakes that are plaguing us and threatening to destroy
us today, the mistakes that we have pointed out in this franchise
fee analysis.

We prepared a professionally-developed critique highlighting
these mistakes, and in good faith we requested an opportunity to
present them to appropriate officials of the National Park Service.
This we did in 1996. We said, ‘‘Gentlemen, here are the mistakes
that were made in this franchise fee calculation. Here are the con-
sequences of these mistakes. We don’t deserve this kind of treat-
ment. These things are clear errors. Won’t you please reconsider
your position and correct them?’’ They listened, but they refused to
budge.

Now, these mistakes in this franchise feel analysis, they create
the illusion that our small concession is more profitable than it ac-
tually is. We have demonstrated that in figures, in positions which
the Park Service really does not contradict.

Please, please understand that we are not attempting to avoid
paying a properly calculated fee. What we are seeking, gentlemen,
is relief from paying a fee based upon an analysis that contains ob-
vious mistakes, which are very, very destructive to our small busi-
ness.

Now, we are all imperfect human beings, and we all make mis-
takes. Certainly, we have made mistakes. But what we can’t under-
stand is why in the world our own government, which I love and
respect, cannot admit to some obvious mistakes and correct them.

The principles of our small company, gentlemen, and our 44 em-
ployees have been living in job peril for almost seven years. It has
been a costly and unwarranted nightmare. We are mystified why
the United States of America behaves in this fashion.
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We have always provided outstanding service at Fort Sumter.
And the Park Service admits this. We have done nothing to deserve
this type of treatment. And please, in the interest of all, please
help resolve this matter on its true merits.

I thank you for your consideration. I shall be happy to answer
any questions.

[The prepared statement of Mr. Campsen follows:]
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Mr. HANSEN. Thank you, Mr. Campsen.
Now, Mr. Jackson, we will turn to you sir.
Mr. INSLEE. Mr. Chair? Mr. Chair?
Mr. HANSEN. Sorry.
Mr. INSLEE. I am sorry. Could I interrupt just for a moment? I

need to go over to the floor, and I have one question I would love
to ask. Would you permit me to ask the witnesses that question?

Mr. HANSEN. Surely, I will recognize you for one question. Is that
what——

Mr. INSLEE. Yes, just one.
Mr. HANSEN. Sure, go right ahead.
Mr. INSLEE. I appreciate the Chair’s indulgence. I am sorry I

won’t be able to stay. I have to excuse myself to go to the floor.
I just wanted to ask Mr. Stanton a question. I have talked to

these folks about this situation, and I am not an expert on this ob-
viously, but I wanted to—they relayed a concern to me about a dis-
agreement. Disagreements are human. All people in contractual re-
lationships get into disagreements, not too irregularly. They de-
scribed their concern to me as much, not—obviously they are con-
cerned by the disagreement, but they said that they couldn’t get
the Park Service to sit down with them to explain the Park Serv-
ice’s rationale or logic or analytical system in devising this. And
they had asked the Park Service for that information the Park
Service based their numbers on, basically, and that the Park Serv-
ice was unwilling to share that with them.

And I thought that was a little surprising. I would think in this
context that each side would sort of share their model or their
analysis with the other so that each could poke holes in it, basi-
cally, and everybody could put their cards on the table and have
a good argument.

I just want to, would like you to comment. Is their characteriza-
tion accurate? Or is there a misunderstanding? Or do we need to
improve that sort of showing each other’s cards?

Mr. STANTON. Appreciate the question, and I will attempt to be
brief in response, and I also would ask Mr. Cohen to comment be-
cause I would reference the present status.

As mentioned in my testimony, that as a condition or provision
within the concession contract there was to be, or could be, a recon-
sideration of the franchise fees five years after the first five years
of the contract, that would involve the National Park Service con-
ducting a financial analysis of the concessionaire, providing a fi-
nancial report on which we based the financial analysis, and then
communicating with the concessionaire and see whether there was
any difference or problem with that.

As that process was underway, there was not any major sub-
stantive discussion prior to the concessionaire filing a suit, arguing
that the franchise fee calculation by the Park Service, although
preliminary at that stage, was totally off base, if you will.

Consequently, as we entered into discussion with the courts or
the Justice Department, there was some limitation in terms of how
we could interact unilaterally with the concessionaire. And I will
ask Mr. Cohen to just comment on what those procedures that
were applied in that instance.
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Mr. COHEN. Thank you, Mr. Director. Let me just expand for a
moment. The contract itself specifies a process for the reconsider-
ation of a fee. And it indicates that every five years either party
may seek an adjustment up or down. In this case, in the first five-
year period, the Park Service sought an adjustment up.

The normal process in this is for the Park Service to put its cards
on the table and for there to ensue an informal give-and-take, just
as you described. That did not occur. In the normal case—in the
normal case—there is an opportunity, if the concessionaire does not
agree with the decision of the Park Service, to appeal it to the Sec-
retary. That did not occur.

In that same process, there is an opportunity for the conces-
sionaire to seek voluntary arbitration. That did not occur in this
case. It did not occur because the concessionaire made the decision,
for whatever reason, and is certainly free to make that decision, to
go directly to court.

So the normal opportunity, where the differing figures in this
process, and this is not a precise process because you are trying to
reconstruct a marketplace circumstance, which is an artificial situ-
ation because you don’t have competition.

So the purpose of the informal process is to have that give-and-
take that didn’t happen here. It is unfortunate that it didn’t hap-
pen here. But it wasn’t just once that it didn’t happen. It didn’t
happen the second five-year period either. And we can have discus-
sions as to why it did or didn’t happen the second five-year period,
but I can tell you that when the second five-year period was ap-
pealed to District Court, the government offered the opportunity to
go back and start the process over again in mediation. And that did
not occur.

So I think there is a record that demonstrates that our process
envisions exactly what you have described. It just hasn’t been em-
ployed here. And I don’t think it is a coincidence that the only situ-
ation where a franchise fee reconsideration has ended up in court
is the only situation where the process that I have just described
did not occur.

Mr. INSLEE. Thank you. And I will read your testimony for the
remainder of the hearing. I need to excuse myself. Thank you very
much.

Mr. HANSEN. I don’t want to hold this up, but I think the gen-
tleman from Washington asked quite an interesting question there.
Let me just quickly ask this one to pick up on what he said: When
they asked for information from the Park Service before going to
court, was it forthcoming from the Park Service?

Mr. Campsen, do you want to respond to that?
Mr. CAMPSEN. Mr. Chairman, I would defer to my legal adviser,

Mr. Dickson.
Mr. HANSEN. I don’t want to get you all tied up in legalistics

here. Remember, you are not in court here. We don’t even have a
contempt charge.

Mr. Stanton?
Mr. DICKSON. There is a simple answer to the question, Mr.

Chairman, and you will note that neither the Director nor his at-
torney gave Mr. Inslee a direct answer to his question. The answer
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to the question is the information was not turned over. To this day,
it has not been turned over.

Mr. HANSEN. I guess I just assumed—and I don’t want to belabor
this; I want to get to Mr. Jackson here—but I assumed why they
didn’t go through the procedure, and maybe I am on a false as-
sumption, I don’t know, was because they were asking for informa-
tion that wasn’t given to them.

Mr. DICKSON. That is correct.
Mr. HANSEN. And that is the reason that they circumvented the

process, if I understand this right? Keep in mind, I don’t have a
dog in this fight. I am just trying to figure out what happened.

Mr. DICKSON. What happened was, the draft franchise fee anal-
ysis was prepared and was given over to Fort Sumter Tours. It was
obvious that a number of decisions had been made based on indus-
try statistics, such as Dun and Bradstreet numbers. But Fort Sum-
ter Tours said, can we have this information, please. The Park
Service said, no, you cannot. And so, I don’t know how you are sup-
posed to negotiate with somebody if you don’t understand the basis
on which the decision was made.

They filed a Freedom of Information Act appeal, and that was de-
nied. And for the year that this process of trying to get the data
went on, all parties agreed that access to this data was withdrawn.

Then, in April of 1993, the Park Service changed its mind and
said, ‘‘We are done. Here is your franchise fee. It is over.’’

Mr. HANSEN. We have some interesting rules of discovery here,
haven’t we?

Mr. Jackson, let’s turn to you, sir.

STATEMENT OF DAVID E. JACKSON, CERTIFIED PUBLIC
ACCOUNTANT

Mr. JACKSON. Good morning, Mr. Chairman and honorable mem-
ber of the Subcommittee. First, I want to thank you for allowing
me to testify this morning.

Mr. Chairman, I am here because my firm has served as the
independent auditors of Fort Sumter Tours since 1995. They asked
me to review a franchise fee analysis, which had been prepared by
the Park Service from the information which had been extracted
from its audited financial statements. Mr. Chairman, my review re-
vealed that this analysis contains numerous mistakes that fall into
three categories of errors.

First, there are errors which violate Park Service guidelines. Sec-
ond, there are errors in the application of generally accepted ac-
counting principles. And third, there are errors resulting from a
lack of understanding as to how a small, family-owned business op-
erates.

Because of these mistakes, Fort Sumter Tours will incur over a
hundred thousands dollars a year in additional franchise fees due
to the false conclusions derived from this analysis. Mr. Chairman,
this represents a significant amount of money to Fort Sumter
Tours because it is a small, family-owned business, and during this
period of time, its gross receipts was only $1.4 million.

Basically, the Park Service went through four steps in this anal-
ysis. First, it calculated the company’s average annual concession
profit. Next, it made some financial adjustments. Third, it cal-
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culated some financial ratios. And then finally, it compared these
ratios with what it claimed are industry standards to determine if
a franchise fee increase was justified.

I have an exhibit which is captioned, ‘‘The Wrong Way: What the
Park Service Did,’’ which presents the conclusions derived by the
Park Service from these four steps. This is worksheet four, which
is in their analysis. Mr. Chairman, I would like to present four
mistakes of the types of errors that I found in the analysis.

The first two mistakes are violations of Park Service guidelines.
The first mistake is the Park Service included over $195,000 of
non-concession income in the calculation of concession net profits.
It is a clear violation of its guidelines.

I don’t understand why this income was included because it was
clearly identified in the analysis. This mistake represents almost
50 percent of the concession profit that the Park service claims
Fort Sumter Tours earned. This one mistake invalidates the ratio
comparisons contained in the analysis and eliminates the justifica-
tion for a fee increase. It is a very serious mistake.

The second mistake is a byproduct of the first mistake, because
including the incorrect income in the calculation of the maximum
allowable fee is to cause this to be overstated. The maximum allow-
able fee, without this income, is only 8.7 percent, not the 15.6 per-
cent that the Park Service claimed in the analysis. Because of this
mistake, the Park Service increased Fort Sumter’s franchise fee
rate to 12 percent, which is significantly greater than 8.7 percent.
And it is again a clear violation of their guidelines.

We have an exhibit which is captioned ‘‘The First Correction,’’
taking out the non-concession income, which presents the conclu-
sions which would have been derived if this income had been re-
moved. Again, these are very serious mistakes.

The next mistake results from errors in the application of gen-
erally accepted accounting principles as it related to an adjustment
to capitalize a vessel that was leased by the company from a re-
lated partnership. This vessel, as Mr. Campsen indicated earlier,
was the basis for the 15-year new contract that the company was
granted in 1986. This adjustment should not have been made be-
cause it had already been properly reported and recorded in the
company’s audited financial statements. This mistake caused the
concession profit to be overstated by $70,000—another serious mis-
take which invalidates the ratio comparisons.

The final mistake that I want to present clearly demonstrates a
lack of understanding by the Park Service as to how a family busi-
ness operates. Without an investigation of the type of duties per-
formed, the Park Service reduced officer salaries by $163,000. Mr.
Chairman, it is very common, for all family members working in
a small business, to be named as officers. In fact, Fort Sumter
Tours officers perform numerous non-officer functions.

And they are compensated in line with the industry pay for the
duties performed. Again, the Park Service made no attempt to gain
an understanding of the actual duties being performed. And this
adjustment should not have been made—another serious mistake
which invalidates the ratio comparisons.

To summarize, Mr. Chairman, in my opinion, this analysis con-
tains mistakes totaling over $428,000 in the calculation of Fort
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Sumter Tours’ concession profits. These serious mistakes represent
almost one-third of the company’s total gross revenue of $1.4 mil-
lion.

If these mistakes are corrected—and we have an exhibit which
is captioned, ‘‘What the Park Service Was Supposed to Do’’—the
conclusions would have been that there was no fee increase justi-
fied.

Thank you, Mr. Chairman. This concludes my prepared remarks.
And I also will be happy to answer questions of the Subcommittee.

[The prepared statement of Mr. Jackson follows:]

STATEMENT OF DAVID E. JACKSON, CPA

Because my firm has served as the outside independent auditors of Fort Sumter
Tours, Inc. (FST) since 1995, I was asked to review a Franchise Fee Analysis (FFA)
dated February 27, 1992, which had been prepared by the National Park Service
(NPS). To formulate a reasonable basis for my opinion, I familiarized myself with
the Concession Policy Act, Public Law 89-249 and NPS-48 as they relate to calcu-
lating franchise fees. My review revealed that this analysis contains numerous mis-
takes that fall into three categories of errors which include violations of the NPS’s
guidelines for the preparation of franchise fee analysis, improper applications of
Generally Accepted Accounting Principles (GAAP), and a lack of understanding of
how a small family business operates. If these mistakes are not corrected, it will
cost FST over $100,000 a year in additional franchise fees because of the faulty con-
clusions derived from this analysis which served as the basis for a recommended
franchise fee increase from 4.25 percent to 12 percent of gross revenue from conces-
sion operations. This represents a significant sum of money to FST because it is a
small family owned business whose average annual gross revenue from its conces-
sion operations as calculated by the NPS in this analysis was only $1.4 million a
year.

In general, to prepare this analysis, the NPS extracted financial information from
the audited financial statements of FST for the five year period 1986 through 1990.
From this information, the NPS calculated the average annual profit generated by
the company from its concession operations, made certain financial adjustments,
and then calculated three financial ratios. These three financial ratios are Return
of Gross Revenue (ROG), Return on Equity (ROE) and Return on Assets (ROA). Re-
turn is defined as the net profits after income taxes generated by the company from
its concession operations. This net income is the numerator in each of the profit-
ability measures utilized by the NPS. The denominators are gross concession rev-
enue for ROG, average equity for ROE, and average assets for ROA. After calcu-
lating the financial ratios, the NPS then compares them to some industry standards
for similar companies to determine if the operating results fall within an acceptable
range. If the ratios are acceptable, no franchise fee increase is warranted. In this
instance, because of the erroneous adjustments contained in the analysis, the NPS
decided to increase the existing franchise fee rate. In the following paragraphs, I
will present examples of the types of mistakes contained in the analysis.
Mistakes/Omissions Which Violate NPS Guidelines

This first mistake made by the NPS in this analysis was the inclusion of non-con-
cession income of $195,603 in the calculation of the profit FST was generating from
its concession operations. This income was clearly identified in the analysis as other
non-concession income. Its inclusion is an indisputable violation of its own guide-
lines. NPS-48 clearly states that financial reports should reflect only in-park oper-
ations and should not include income or expenses of other non-concession operations
or business of a concessioner’s organization. This error represents almost 50 percent
of the concession profit calculated by the NPS in the analysis. This one mistake
completely invalidates the entire ratio analysis comparisons contained in the docu-
ment because as previously stated ‘‘Return’’ means the net profits from concession
operations. It also eliminates the justification for a fee increase because if this error
were corrected, the financial ratios of FST would fall within the acceptable industry
standards. (See Exhibit 1 for calculations.)

NPS guidelines state that the maximum franchise fee should not be greater than
50 percent of the concessioner’s pre-tax and pre-franchise profit. The purpose of this
calculation is not to set the fee, but to establish the maximum fee NPS may impose.
NPS calculated FST’s maximum permissible fee at 15.6 percent. If the above error
(including non-concession income in this maximum fee calculation) is corrected, the
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maximum permissible franchise fee would be 8.7 percent not the 15.6 percent fee
calculated by NPS. The recommended 12 percent franchise imposed by the NPS on
the company is greater than the correct maximum allowable fee and is another vio-
lation of its guidelines. (See Exhibit 1 for calculations.)

NPS’s worksheet found on page 6 of the analysis contains numerous mistakes
which affect the conclusions which were supposed to be derived from the informa-
tion presented. In the column which presents the average amounts with a 4.25 per-
cent franchise fee, several errors can be found. First, as mentioned above, the re-
ported amounts include other income of $195,603 from non-concession sources. In
addition, the income taxes of $36,330 presented in this column is incorrect. In the
calculation of this average from the information extracted from FST’s audited finan-
cial statements, NPS failed to consider that no income taxes were included for two
out of the five years presented. In 1989, FST elected under allowable Internal Rev-
enue Codes to be taxed as an ‘‘S’’ corporation. Under these regulations, the taxable
income of the company is reported on the individual income tax returns of its share-
holders. A provision for income taxes should have been included for these two years
in the determination of the true net income the company earned from its concession
operations. Again, this caused the reported profit to be overstated which would have
also caused the financial ratios to be overstated. The titles for the other columns
presented are very misleading. The column descriptions contain which new fran-
chise fees are included in its presentation. However, in each instance, the heading
amounts did not agree with the actual calculated amount of the franchise fee used
in the column. For example, the actual fee rate used in the column designated as
including a 12 percent rate was actually only 10.3 percent. This misrepresents the
results contained in the worksheet and the conclusions which can be derived from
them. As discussed in more detail below, NPS failed to include the effects of a cap-
italization adjustment relating to a vessel when calculating ROE and ROA in this
worksheet. Again, this caused these profitability measures to be overstated. (See Ex-
hibit 2 for calculations.)

NPS guidelines also permit making positive adjustments which might be bene-
ficial to a concessioner. This is a recognition that a mature company is likely to have
fully depreciated assets and little debt which would make it appear more profitable
in a comparison with a relatively new business because its depreciation and interest
expense deductions would not be as large. NPS failed to make any adjustments in
the calculation of the financial ratios even though FST is a mature company with
significant fully depreciated assets and very little debt.
Mistakes in the Application of Generally Accepted Accounting Principles

Material errors were made in a capitalization adjustment by NPS relating to a
vessel which was leased to FST by a partnership in which it was a 50 percent part-
ner. This acquisition is the single largest financial transaction ever undertaken by
the company. In addition, the purchase of this boat was the basis for the NPS grant-
ing FST a new 15 year contract in 1986. This adjustment should not have been
made because this lease had already been recorded and properly reported in accord-
ance with GAAP in the audited financial statements of the company, This incorrect
adjustment caused the concession profit to be overstated by $70,000 in the analysis.
Again, the ‘‘Return’’ portion of the financial ratio calculations were overstated and
the underlying profitability measures were overstated because of this error.

Even if you agree with the premise that the adjustment should be made, and I
don’t because it is not in accordance with GAAP, NPS incorrectly used a cost of $1
million and debt of $600,000 in the capitalization adjustments. I also prepare the
income tax returns for the partnership which owns this vessel and it cost over $1.4
million and the debt incurred in its purchase was $1.3 million. There was no expla-
nation given in the analysis to support the use of the wrong amounts and I can
think of no basis under GAAP for the use of incorrect dollar amounts. The use of
the wrong amounts caused the concession profit to be overstated by $56,000 because
both depreciation and interest expenses would be understated. Once again, the ‘‘Re-
turn’’ portion of the financial ratio calculations were overstated and so were the un-
derlying profitability measures. In addition, the company was deprived of the right
to earn a return on $400,000 of its assets. To compound this mistake, when the prof-
itability ratios of ROA and ROE were calculated, the related capitalized value and
equity were ignored. Again, this caused these two profitability ratios to be over-
stated ( See Exhibit 2 for calculations)

Another mistake in the application of GAAP occurred when NPS assumed away
$347,700 of the company’s equity. The only reason given in the analysis was that
this was done ‘‘to approximate industry.’’ Equity and debt are the two primary
sources of capital utilized by a company. Capital is the amount invested by the own-
ers of the company and debt is a loan to the company. Neither are free because an
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owner wants a return on his investment, usually in the form of a dividend, and in-
terest must be paid on a loan. NPS guidelines recognizes that in setting franchise
fees, owners are entitled to a return on their invested capital. As previously men-
tioned, an adjustment should be made to reflect the fact that a company has low
debt because retained capital is being used to finance the operations of the business.
I can think of no place in GAAP when you can just assume away equity of a busi-
ness and that is what was done with this adjustment. By assuming away this eq-
uity, the profitability measure of ROE was overstated in the analysis.

If you agree with the premise that this adjustment was correct, and I do not, NPS
should have increased the debt of the company by the same $347,700. In addition,
an adjustment should have been made to the concession profit for the interest which
would be due on this loan. Again, by not making this adjustment, the ‘‘Return’’ in
the profitability measures of ROG, ROA and ROE would have been overstated and
the resulting calculations incorrect.
Lack of Understanding of How a Small Business Operates

NPS clearly demonstrated a lack of understanding of how a small family owned
business operates when officer salaries were reduced by $162,762 without any inves-
tigation of what type of duties were being performed by the officers of the company.
It is common practice for all family members who work in the business to be named
an officer of their company. Their birthright not their actual duties is the reason
for them being elected as officers. The officers of FST perform many non-officer du-
ties and are compensated in line with industry pay for these duties. The NPS made
no attempt to gain an understanding of the actual duties of the officers and this
adjustment should not have been made. Again this resulted in the concession profit
to be overstated which caused the ‘‘Return’’ in the profitability ratios to be over-
stated and invalidates their calculations.
Conclusion

In my opinion, this analysis contains mistakes totaling over $428,000 in the deter-
mination of FST’s concession profits. These errors represent almost one third of the
average gross revenue of $1.4 million it derived from its concession operations.
These mistakes invalidate the financial ratio comparisons contained in the analysis
and eliminates the NPS’s basis for the fee increase.

This concludes my prepared testimony. I will be happy to answer any questions
from the Subcommittee.
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Mr. HANSEN. Thank you. We have copies of these charts here in
our hands. Does the Park Service have these charts?

Would you get—you can take those down, if you would, please.
But, would somebody get the Park Service these charts? I would
like to have them there. Would you get those and get those to the
Park Service? I would like a response from those.

And while we are doing that, Mr. Gibbons, we will turn to you,
sir.

Mr. GIBBONS. Thank you very much, Mr. Chairman. And I appre-
ciate the Director of the National Park Service being here today on
this issue. And I know that a lot of these decisions probably you
have been briefed on, some of which were not your decisions, and
I certainly appreciate that as well.

But I noticed in your testimony, which was obviously written by
counsel, to be very legalistic in your approach to this whole matter.
It also states throughout the whole tenure of this thing that the
Fort Sumter Tours did not go to arbitration, did not seek an alter-
native method of resolving this dispute and seek some sort of arbi-
tration, which you think is some middle ground? Is that what you
are saying to them? Or is there something else that you are imply-
ing by the fact that they didn’t go to an arbitration?

Mr. STANTON. That is a process that is outlined in the concession
contract.

Mr. GIBBONS. Well, I know what the process says. But if you go
to arbitration, what I am saying is, do you believe in your heart,
in your mind, that if they went to arbitration there would be some
middle ground between the 12 percent and the original franchise
fee that was adjusted.

I know the guy sitting next to you is probably advising you on
this, but what do you think? Is there room in there for change?

Mr. STANTON. It is difficult to speculate if there would have been
any change. In looking at what the past practices have been in
those cases that gone to arbitration, it certainly gives an oppor-
tunity for the two principal parties, that being the Park Service
and the concessionaire to mutually review the differences of opin-
ion and come out with, hopefully, a mutually accepted adjustment
in the franchise fees.

Mr. GIBBONS. Mr. Stanton, that is a wonderful answer to a yes-
or-no question, and I appreciate it. My question is, having looked
at the information that has now been presented to you and has
been presented before this Committee, do you believe that the Park
Service made a mistake and are they willing to correct it?

Mr. STANTON. I don’t believe that we made a mistake. As I men-
tioned in response to the three points that the previous speaker
made with respect to the inclusion of outside income, which was in
fact included in the initial analysis, and I commented on that in
my testimony, that error was corrected. And consequently, in the
final computation, it was not included.

With respect to the calculation of the value of the boat and also
the adjustment in the Director’s income, I would ask that our fi-
nancial analyst, Mr. Bob Hyde, comment briefly on that.

Mr. GIBBONS. Well, Mr. Stanton, let me also say that I am look-
ing at testimony, page 5, and it says that ‘‘while there was one
technical error’’—what was that technical error?
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Mr. STANTON. The technical error was the inclusion of the non-
concession income in the first preliminary analysis, and that was
corrected.

Mr. GIBBONS. Now in assessing Fort Sumter Tours’ profitability,
the Park Service did include non-concession income. Is that not
true?

Mr. STANTON. In the initial or the preliminary analysis, and that
was detected and it was corrected. And in the final computation,
no non-concession related income was included in the final com-
putation.

Mr. GIBBONS. You mean no non-concession-related income was
included? You said no concession-related.

Mr. STANTON. Non-concession, non-concession.
Mr. GIBBONS. Well, does that mean that the Park Service for the

first five years of Fort Sumter Tours income profitability was over-
stated, in your calculation?

Mr. STANTON. I could not——
Mr. HYDE. If I may?
Mr. HANSEN. Please identify yourself for the record, please, sir.
Mr. HYDE. My name is Robert Hyde. I am the financial analyst

who performed the analysis. There is a two-step process in
reviewing——

Mr. GIBBONS. Well, let me just say, the process—the question
asked, does that say that the tour service’s income in the first five
years was overstated, according to the Park Service’s calculation—
if what the Director has already said, that there was a mistake in
the technical addition of non-concession profit in that, so the an-
swer would be?

Mr. HYDE. It was overstated in the initial part of the analysis,
but it was corrected in the latter part of the analysis where the fee
was set. Page 5 is where it was carried, and page 6 it was elimi-
nated properly.

Mr. GIBBONS. Well, then, if you don’t take it out in the begin-
ning, I mean, that would adjust the idea of whether or not, or state
the idea of whether or not an increase in the fee was even war-
ranted. Is that not true?

Mr. HYDE. There is a part where you are looking at the original
fee, and yes, it would be overstated at that point, but then——

Mr. GIBBONS. And that would go to the basis of whether or not
justification of a fee increase was needed?

Mr. HYDE. At that stage, there is no franchise fee applied to the
concessionaire’s results, proper results. And the process then ap-
plies the fee at the point where the new fees, the prospective new
fees are applied. It did not include any non-concession income.

Mr. GIBBONS. Let me go over here to the CPA for the person. He
is just sitting on pins and needles waiting to answer these very
questions. And I would like to ask you, if you have a different opin-
ion of the questions I have asked, and whether or not——

Mr. JACKSON. Yes, I have a very different opinion.
Mr. GIBBONS. Would you go ahead and tell us what your opinion

is on this matter?
Mr. JACKSON. The inclusion of the $195,000 greatly overstated

the profitability, which caused these three ratios, return on gross,
return on equity, return on assets, to be greatly overstated. So then
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when they looked at the ratios they calculated, and compared them
to their industry statistics, how could they compare them properly,
they were overstated. The first part—that is the first error.

Then the second one is very critical too. The inclusion of this in-
come caused the maximum allowable fee to be overstated. I mean,
it wasn’t 15.6 percent. It was 8.7. They, because of the errors, set
a rate at 12 percent. We shouldn’t even be talking about 12 per-
cent, we should be talking at most at 8.7 percent.

Mr. GIBBONS. Excuse me. Your belief is that, by the inclusion of
the mistaken inclusion of the non-concession profit in the original
five-year contract term, caused the erroneous consideration of war-
ranting a fee increase?

Mr. JACKSON. Yes, sir. Exactly.
Mr. GIBBONS. Thank you, Mr. Chairman.
Mr. HANSEN. The gentleman from Nevada brought up some very

interesting points here I would kind of like to square in my own
mind and see if we got this right.

It seems like they did include non-concession fees. If you did, cal-
culating the maximum franchise fee, if we figured this right that
you could charge, the National Park Service guideline 48 says that
the maximum fee you can charge is 50 percent of the pre-franchise
tax and pre-tax income, if I am reading your guidelines right. Is
that right?

Mr. JACKSON. That’s correct.
Mr. HANSEN. Well, that is on chapter 24, page 18. So you used

the figure $441,871, and, Mr. Jackson, you correct me if I am
wrong on this because I could be. Well, in fact, that includes
$195,603 of non-concession income. Is that right?

Mr. JACKSON. That’s correct.
Mr. HANSEN. So, if that premise is right, we go to guideline 48,

then the fee would have been 8.7 percent. Is that right?
Mr. JACKSON. Yes, sir. That is correct.
Mr. HANSEN. Better than 12 percent.
Mr. JACKSON. The maximum allowable fee. Now that is not nec-

essarily the fee that——
Mr. HANSEN. Well, I am going by their guidelines here.
Mr. JACKSON. The guideline is for the maximum allowable fee,

not necessarily what the fee should be.
Mr. HANSEN. Mr. Stanton, would you like to—am I figuring this

wrong?
I would have Mr. Hyde comment.
Mr. HYDE. You are correct, sir. The maximum is overstated in

the analysis, using the overstated figure on page 5. That is correct.
Mr. HANSEN. So that would have been—what I just said would

be a correct statement, and the fee would have been 8.7 percent,
rather than 12 percent, if all these assumptions are correct?

Mr. HYDE. That is correct. The maximum guideline as a prelimi-
nary analysis would be 8.7 percent.

Mr. HANSEN. I see. Well, that is interesting.
Mr. Stanton, I guess we could debate this thing for a long time

regarding what procedure should have been followed. Your col-
league mentioned to Mr. Inslee that they didn’t follow this proce-
dure. They claim that you didn’t give them the information. And
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so what is the use of going into arbitration. We don’t know what
the other side is going to say.

Having been part of arbitration when I used to work for a large
insurance company, you know, we didn’t go in blind. We walked in
and all three parties pretty well knew what was going on when we
walked in there. And we were kind of stuck with the results. And
you are kind of a river boat gambler when you do that, but I guess
that is one of the things you do.

Following that, if I heard the gentleman correctly, he said the
next thing they do is the Secretary would make a decision. Does
that follow arbitration? Or is that before arbitration?

Mr. STANTON. That would follow arbitration.
Mr. HANSEN. So the final arbitrator, if they choose to go that

route, would be the Secretary?
Mr. STANTON. That is correct.
Mr. HANSEN. So you start out, they can appeal—then go from ap-

peal to arbitration to the secretary?
Mr. STANTON. That is correct.
Mr. HANSEN. But in this case, and their contention is because

they didn’t have the information so they didn’t feel comfortable
doing that, they went straight to court, which was what, Federal
District Court?

Mr. STANTON. Federal District Court.
Mr. HANSEN. And, in the Federal District Court, they in effect—

you prevailed. Is that correct?
Mr. STANTON. The Federal Government prevailed. That is cor-

rect.
Mr. HANSEN. And this was then appealed?
Mr. STANTON. It was appealed.
Mr. HANSEN. And you prevailed again?
Mr. STANTON. Prevailed again.
Mr. HANSEN. On what grounds? Could you tell me?
Mr. STANTON. As I understand that the court held that the proc-

ess employed by the National Park Service was proper, and that
our calculation, that we had given adequate notice to the conces-
sionaire with respect to reconsideration of the franchise fees, and
that the Park Service had the authority to adjust the franchise fees
from 4.25 to 12 percent.

Mr. HANSEN. Mr. Stanton, as you may recall in my office, Mr.
Campsen and his son and their counsel argued that it wasn’t dis-
cussed, that the franchise fee wasn’t brought up in court, and that
the merits of the franchise fee was not as issue. Is that a correct
statement?

Mr. STANTON. That is not my understanding, Mr. Chairman.
Mr. GIBBONS. Mr. Chairman?
Mr. HANSEN. Excuse me. Who has got the floor here?
Mr. GIBBONS. I was going to ask you to yield for a second on a

question like this because it seems to me what we should have is
the court decision before us because I am under the standing, un-
derstanding, reading Director Stanton’s testimony, the only issue
that was brought before the court was whether or not the Park
Service had the right to adjust the fee, which is part of the con-
tract, and secondly, the calculation of the fee was not at issue in
that decision.
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I find nowhere in the decision does it talk about the merit or the
correctness of the calculation of the fee. So maybe we should have
the actual court decision before us.

Mr. STANTON. If you would please, Mr. Chairman?
Mr. HANSEN. Excuse me, go ahead, sir.
Mr. STANTON. I wanted to provide for the record a copy of the

court decision. And the court did address the calculation of the
franchise fee.

Mr. HANSEN. That would certainly be helpful for us as far as this
oversight hearing goes.

[The information follows:]
Mr. COHEN. Mr. Chairman?
Mr. Campsen—oh, excuse me. I am sorry. Go ahead.
Mr. COHEN. I just wanted to read from the Fourth Circuit opin-

ion: ‘‘FST raises what it believes are three errors in NPS’s calcula-
tion of 12 percent franchise fee in the instant case.’’ And then they
proceed to analyze the three errors that were raised and discussed.

And we will provide this for the record.
Mr. HANSEN. Well, thank you. We appreciate having that.
Hang on a minute.
Mr. Campsen, you testimony is always interesting. You started

this business in 1961?
Mr. CAMPSEN. Yes, sir.
Mr. HANSEN. And the theory behind this is a lot of folks would

like to be ferried out to Fort Sumter to see it and, I assume, you
started buying vessels, as you pointed out, advertised your busi-
ness, people would come to wherever your vessels were tied up.
And you would then take them out.

Tell us, go through that operation a little bit, would you, just for
the benefit of the Committee? What you do, in other words.

Mr. CAMPSEN. Yes, sir. Fort Sumter National Monument was not
created until 1948, and there was no concession operations going
on at Fort Sumter. There was no concession boats taking people
out there. The Park Service wanted to start public boat transpor-
tation out to the Fort, and they sought people, interested people,
to do that.

We were one of five proposals. And we were evaluated, and we
were selected. I went to the local banks, and I borrowed sufficient
money to get the first boat in operation. And we started operating,
carrying people to the Fort on January the 1st, 1962. And we have
been doing that since. We borrowed money. I always personally
guaranteed the note.

Mr. Chairman, I don’t come from a rich family. As a very young
man, I really didn’t have any money, but I guaranteed the note,
and the banker trusted me. We have always paid back everything
we ever borrowed, and our credit standing is good. But that is how
we got started.

And I had some cousins who were involved in operating shrimp
boats around Charleston, very, very fine, honorable people who
knew all about boats. They helped me to get started, and none of
us made any money at all or drew any income from Fort Sumter
Tours.

It was a wing and prayer and a hope that we would be able to
build a business that made some sense economically, and we
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worked very closely with the local Park Service officials. We have
always got the highest ratings possible. We did the advertising. We
did the promotion. And visitation started increasing.

It got to the point where I could even start having a little profit
from Fort Sumter Tours. But we grew and we expanded, and we
went into doing things other than Fort Sumter, like conducting
harbor tours around Charleston Harbor. The boat did not stop at
the Fort.

Some people are really not interested in going to the Fort. And
we also expanded by using our boats for special charters, people
want to charter a boat for any number of reasons. Churches want
to charter the boats, private businesses, and so forth. We charter
those at night.

Mr. HANSEN. Mr. Campsen, if I may interrupt you, we are going
to lose this Director in a minute.

Let me just ask you, how many boats or ships do you have?
Being an old Navy man——

Mr. CAMPSEN. We have three.
Mr. HANSEN. Three? How many people do they hold?
Mr. CAMPSEN. We have three. One is the Spirit of Charleston,

which has been described and talked about here. That boat was
built down in Louisiana. We had a naval architect design the boat.
That boat was—plans and specifications were approved by the local
Park Service people, as we were developing to be used to carry peo-
ple over to Fort Sumter. And at night, this boat is used to carry
people on dinner excursions.

We had a different crew come in, and the boat is transformed
from daytime operation to nighttime operation. And we do that to
make as much money as we can to pay for the boat and pay for
the people who work for us.

We have 44 people, and we have a payroll that we have to meet,
of course, meet every Friday.

Mr. HANSEN. Yes. How long does it take to get from the Harbor
to Fort Sumter?

Mr. CAMPSEN. It takes 30 minutes from our landing facility to
get out to Fort Sumter, 30 minutes.

Mr. HANSEN. And, Mr. Campsen, before we lose our time here,
I don’t know that—we are not mediators here, we are just trying
to resolve some of these things. I would like to ask the Director this
question: Have you ever considered the National Park Service
going back and recalculating. I remember many times with a new
battery of folks, not that the others haven’t done a good job, and
taking another look at it.

And on your side of the issue, Mr. Campsen, you figure if you
were given the opportunity to go to arbitration, would you do it?

Mr. CAMPSEN. Well, yes, sir, provided it was binding arbitration.
Let me say this, Mr. Chairman: We have proposed to the Park
Service that we would be willing to submit the correctness of this
franchise fee calculation to an independent accounting firm, like
Ernst and Young or someone that we don’t have any real control
over that are nationally recognized, and ask them to—tell the Serv-
ice, here is where we think this was an error based upon the guide-
lines of the Park Service in existence at the time.
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And we would be bound by that. And we would pay for that anal-
ysis. We proposed that to the Park Service, and they didn’t react
to it at all. They didn’t refuse or accept. They just acted like they
didn’t receive it.

But, yes sir, to answer your question, if we had an opportunity
to go to binding arbitration, we would agree to that.

However, please understand that our small company since 1992
has been incurring enormous expenses, enormous expenses trying
to correct the NPS’s mistakes and miscalculations. I don’t know.
There has got to be an end to this sometime, because we are going
bankrupt one or two ways. Either we are going bankrupt fighting
this 12 percent calculation, or we are going bankrupt when they
impose it and make us pay it. And so we are in between a rock
and a hard place, Mr. Chairman, if you will.

The expense of attorneys and other consultants and time and
frustration has been enormous. So, yes, sir, we want to end this.
We want to come to some arrangement whereby a proper calcula-
tion of our fee is finally obtained.

Mr. HANSEN. I appreciate that, Mr. Campsen. I am just sitting
here trying to figure out a way to resolve an issue.

Mr. CAMPSEN. I understand.
Mr. HANSEN. And it seems to me that if there was a way, and

I don’t understand all the procedures and what is in statutory law
here, I am just kind of off the top of my head. If we could—way
we could put arbitration together and we live with the results, that
is one way we have been in the past.

Another thing, of course, is that we look to the Park Service.
Maybe they will take another look at this, come up with some other
folks to do that. I have seen judges order people to do that, saying
you go in and put some new folks in there and take another look
at this thing and see if it was done right, and then come back. So,
that is another remedy that may be there.

Mr. Gibbons, maybe you would like to comment?
Mr. GIBBONS. Well, I thank the gentleman, and I know that his

leadership is appreciated on this issue because it is an important
issue, not just for the Park Service but for the future of 40-some
employees who are sitting out there worried about their income.

I mean, their income depends upon the success of this operation.
It doesn’t necessarily equate to the same payroll check that the
Federal bureaucrats get every Friday without worry about whether
or not the lights are going to come on, or somebody is going to pay
the tax and do this.

And I would just simply like to reiterate that if the calculations,
according to the accountants for the Park Service that we have
gone over are correct, and, Mr. Chairman, I think you put it very
correctly that we are looking at somewhere around $246,000—
$242,000, excuse me, $246,260 is the calculation, and that would
put it in the 8.7 percent maximum cap, compared to the 12 percent.

I would think the Park Service has to realize right away that
there is at least a conceding point right there to go to some kind
of negotiating position. And I would hope the Park Service realizes
that it is not all one way.

And some days the Park Service has to give in when they are
wrong as well. And from what I have heard, Mr. Chairman, I think
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the Park Service did have a technical error and should be willing
to work with the gentleman as well.

Mr. HANSEN. Just as the gentleman points out in just this hear-
ing we have had, the Park Service has pointed out that it should
have been 8.7 on this if we take those fees, which is substantial.

Mr. GIBBONS. Well, Mr. Chairman, that is the maximum. And
then we have to start with somewhere between where they were
originally and then the maximum cap of 8.7, not the 12 percent.

Mr. HANSEN. That is all predicated on if we accept these assump-
tions, which apparently we do in this case.

Well, I know, Mr. Stanton, you are here three-and-half minutes
overtime.

Mr. STANTON. That’s fine. Mr. Chairman, Mr. Gibbons, again, I
appreciate the opportunity. Let me make a couple of comments, if
I may.

One is with respect to Mr. Campsen’s assessment of the relation-
ship with the National Park Service. I concur wholeheartedly. It
has been an excellent partnership. The services that Mr. Campsen
and the Fort Sumter Tours, Incorporated have provided over the
years have been valuable service benefiting thousands and thou-
sands of visitors to Fort Sumter and Fort Moultrie. And it is a
value, their partnership is a value of service that they provide to
the public.

That is not the question that is before us today. So I don’t want
any comments that I make diminish the quality of services that the
concessionaire has provided. It has been satisfactory, indeed, out-
standing over the years.

Secondly, as I indicated in my testimony, is that we have asked
the district attorney—rather, the U.S. Attorney’s Office to be open,
receptive to any proposal or suggestions from the concessionaire in
hopes that we can move towards a resolution of this as soon as pos-
sible. And we are committed to working again with the U.S. Attor-
ney to resolve the suit and move to a different level of work.

Mr. HANSEN. I appreciate that, Mr. Director, and I appreciate
you being here.

We are sitting scratching our heads, like you folks, on how is this
resolved. It seems to me there are a couple of things that logical,
reasonable people could sit down and get it done, and then we
wouldn’t have to go through all this expense, time, and effort.

And that is one of the reasons you have arbitration; that is one
of the reasons we have other things that don’t get it wrong to all
you lawyers out there, but sometimes I think the only guy that
wins on this thing is counsel. No disrespect, Counselor.

Mr. DICKSON. None taken, sir.
Mr. HANSEN. But having seen a lot of money go out and having

signed a lot of those checks, I can tell you that—anyway, with that
said, we will take it under advisement as the Committee and see
if there is a legislative remedy. We would like to get this over with.
Frankly, I think, of my 10 terms on this Committee, the biggest
thorn in our flesh is always the fight with concessionaires, Park
Service, other folks. And as the Director aptly pointed out, conces-
sionaires are integral and an important part of the Park Service.

And there has been a good relationship here for years, I hate to
see this blow up. I know it is an extremely important thing to the
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folks who want to see this very interesting historical place. So if
we could do anything in our power to help this thing out, we want
to do it and bring this to a reasonable and amicable solution.

And unless Mr. Gibbons wants to add anything to that, we
will——

Mr. DICKSON. Mr. Chairman, may I——
Mr. HANSEN. Counselor.
Mr. DICKSON. I simply wish to express the deep appreciation of

Fort Sumter Tours for this hearing. It is obvious to us, I believe
that after several trips to the courthouse and numerous statements
by the Park Service that there was never anything wrong with this
franchise fee analysis, it took this oversight hearing and your ef-
forts to get them to concede that the fee should never have gone
above 8.7 percent, not from the very beginning. And we are very,
very grateful to you for that.

Mr. HANSEN. Well, we thank you for that, and Mr. Director,
again we apologize. We have held you eight minutes over, and I
know the Vice President is over there and that is probably where
you are supposed to be, and so am I.

But I wanted to have this hearing. And let me thank all of you
for being here, and this will conclude this oversight hearing.

[Whereupon, at 12:38 p.m., the Subcommittee was adjourned.]
[Additional material submitted for the record follows.]
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